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Using Medicaid to Fund a Wide Range of 
Community Health Worker Services

Community Health Workers Promote Whole-Person Health

Community health workers (CHWs) are frontline public health workers 
who are trusted members of their communities or have an especially close 
understanding of the community served.1 CHWs are employed by hospitals, 
community health centers (CHCs), community-based organizations (CBOs), 
and other individual and community service providers. Their titles and roles 
vary, and their scope of work includes a wide range of services described by 
the CHW Core Consensus (C3) Project. There is a significant body of evidence 
that CHWs are effective in these roles,2 particularly when serving communities 
that are medically underserved or face social and economic barriers to health. 
Studies have shown that CHW programs help control and improve health 
conditions including asthma,3 hypertension,4 HIV,5 diabetes,6 mental health 
conditions,7 and chronic diseases;8 promote access to preventive care,9 and 
reduce health inequities;10,11 and lower health care costs12 and provide a return on 
investment.13 This brief will describe why and how state policymakers should 
cover a wide range of CHW services in their Medicaid programs, aligning with 
the C3 Project’s Core CHW Roles (see sidebar).

CHWs Are Well-Situated to Serve Medicaid Beneficiaries

CHWs have been improving the health of communities for decades, and health 
care providers, payers, and patients can greatly benefit from the full scope of 
services CHWs provide. As hospitals and health systems increasingly seek 
to build relationships and trust within their patient communities, CHWs are 
experts at building bridges between the community and clinical systems.14  
They bring tremendous value as trusted messengers, connecting with 
individuals whom the traditional health care system may miss or exclude: 
those who face language, transportation, or other logistical barriers; those who 
mistrust the medical system; and those unable to navigate or access the online 
systems that are increasingly common in health care.

Medicaid, a public health insurance program for people with low incomes that 
covers 1 in 5 Americans,15 is increasingly covering services provided by CHWs 
because they have historically been effective at meeting the needs of low-
income, historically marginalized, medically underserved populations, which 
includes a large proportion of Medicaid-eligible individuals. Because states 
administer their own Medicaid programs, they have considerable flexibility to 
define who is eligible, what benefits are available to enrollees, and how payments 
are structured. State Medicaid programs are not federally mandated to provide 
CHW services, but they can use several existing policy tools to authorize 
Medicaid payment for CHW services as an additional benefit. A summary of 
these tools can be found in the sidebar on the following page.
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In a recent survey of Medicaid budgets in all 50 states, more than half of states 
reported initiatives in place for Fiscal Year (FY) 2021 or planned for FY 2022 to 
expand their state’s CHW workforce. In addition to positive health outcomes, 
well-designed CHW programs have been shown to save as much as $2.47 in 
Medicaid spending for every dollar spent.16 This is because CHWs promote early 
detection and ongoing management of chronic conditions, connect individuals 
into social services that address a range of social determinants of health 
improving care coordination, and helping prevent illness or hospitalizations.  
Financing CHWs through Medicaid can control costs while improving care 
coordination, culturally responsive care, connections to services, and other 
outcomes to promote health equity.

Widening the Range of CHW Services in Medicaid

States funding CHW services through Medicaid have wide latitude to determine 
which services will be covered. Some states have taken a narrow approach to 
Medicaid coverage of CHW services, limiting services to those involving direct 
patient care. For example, Minnesota was the first state to allow direct Medicaid 
reimbursement for CHW services after a bill was passed by the Minnesota 
Legislature in 2007 and a State Plan Amendment (SPA) was subsequently 
approved by the Centers for Medicare and Medicaid Services (CMS). Under 
this SPA, CHWs are paid for “diagnosis-related patient education and self-
management” under the supervision of a licensed medical professional, which 
narrows the scope of CHWs to patient education.

While CHWs add significant value even with a narrower scope, narrower 
approaches omit several services that positively impact Medicaid beneficiaries 
and that CHWs, with a shared lived experience and close relationship to the 
community, are uniquely positioned to provide. Narrowed scopes also risk 
over-medicalizing the CHW workforce by only covering services that are 
clinically oriented, neglecting the non-clinical support services that often 
significantly impact health outcomes. For example, when helping someone with 
their diabetes care, CHWs can provide more than education on medication 
management—they can accompany patients to help choose culturally 
appropriate low-sugar foods at the grocery store or even cook with patients. 
This accompaniment of patients on their journey to wellbeing can increase the 
likelihood of the patient making long-term changes to their lifestyle but may not 
be covered by Medicaid programs that restrict CHWs to more limited scopes 
of work. As policymakers integrate CHWs into their Medicaid programs, they 
should preserve what makes CHWs unique and effective, and resist making 
them an extension of clinic-based providers funded by Medicaid. 

To maximize CHW impacts on the health and wellbeing of Medicaid 
beneficiaries and communities, state Medicaid programs should pay for the 
broad range of services that CHWs are experts at delivering. States can cover 
several CHW services in both fee-for-service and managed care payment 
models,17 by expanding the activities provided by CHWs in a fee-for-service 
model, or by including a broad range of activities for CHWs in Medicaid 
contracts with managed care organizations (MCOs).  States are using different 
Medicaid policy tools to successfully expand the scope of services CHWs can 
provide, such as Oregon’s 1115 waiver18 California’s SPA,19 and New Mexico’s 
MCO contract requirements (see next page).

Selected state policy tools 
for Medicaid coverage of 
CHW services

State Plan Amendments: 
An updated agreement 
between a state and 
the federal government 
describing how that state 
administers its Medicaid 
program. SPAs can be 
used to reimburse certain 
CHW services, including 
preventive services.

Section 1115 Waivers: 
Experimental, pilot, or 
demonstration projects 
that are likely to assist in 
promoting the objectives 
of the Medicaid program. 
States have used these 
waivers to temporarily 
reimburse for defined 
CHW services.

Managed Care Contracts: 
Contracts between a 
state Medicaid agency 
and Managed Care 
Organizations (MCOs) may 
include requirements for 
services covered and other 
factors related to CHWs.

Other Health System 
Transformation Efforts: 
States are exploring a wide 
range of other health care 
delivery models to improve 
outcomes while reducing 
costs, and many of these 
models have potential to 
incorporate CHWs as a key 
member of the workforce. 

For more information,  
see NACHW’s 2020 report 
Sustainable Financing 
of Community Health 
Worker Employment.

https://nachw.org/wp-content/uploads/2020/10/SustainableFinancingReportOctober2020.pdf 
https://nachw.org/wp-content/uploads/2020/10/SustainableFinancingReportOctober2020.pdf 
https://nachw.org/wp-content/uploads/2020/10/SustainableFinancingReportOctober2020.pdf 
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Conclusion and Recommendations

By covering a wide range of CHW services, state Medicaid programs can more effectively address 
social determinants of health and health inequities, positioning CHWs to ensure treatment of 
the whole person and advance community-level health, rather than limiting them to condition-
specific activities for individual patients. CHWs can help increase savings while improving care 
coordination, culturally responsive care, connections to services, and other outcomes to promote 
health equity. There is no one-size-fits-all approach to covering CHW services through Medicaid, 
but by maximizing the scope of services covered, states can better support CHWs to serve patients 
and communities. Below is a short list of recommendations for state policymakers; additional 
recommendations will be provided in a forthcoming policy paper.

New Mexico MCO Contract Requirements

New Mexico’s Medicaid program utilized managed care contract requirements to promote payments to 
CHWs for a broad array of services. The state’s contracts with MCOs require that they directly hire or contract 
with CHWs to provide services to a gradually increasing percentage of their members (now 3%). The plans 
pay CHWs for “care coordination activities,” which include health education delivered in a culturally responsive 
manner, informal counseling, navigation, and translation services (among others).20 The contracts establish a 
minimum set of CHW services MCOs must cover, but also provides flexibility for MCOs to provide additional 
services. One study found a significant reduction in the use of ambulatory services compared to the comparison 
group after incorporating CHWs with a broad scope of activities into management plans, improving access to 
preventive and social services while reducing costs.21

States that do not currently incorporate CHWs into their Medicaid programs should make 
policy changes to cover CHW services. Medicaid programs can seek federal approval through 
various policy tools to leverage Medicaid funds for CHW services. State legislatures can  
also require their Medicaid agencies to cover CHW services and can provide funding  
when necessary.  

States that have already incorporated CHWs into their Medicaid programs should cover the 
broad range of CHW services, aligned with the C3 Project Core CHW roles. 

 h States using managed care models can cover a wider range of CHW services in Medicaid 
contracts with MCOs, and other value-based payment models can further advance this goal.

 h States using fee-for-service models should reimburse as many CHW services as possible but 
will face limitations due to a lack of billing codes for a comprehensive set of CHW activities.

All states should ensure CHW leadership and participation in policymaking decisions affecting 
the CHW workforce. State planning efforts should include professional organizations such as 
the National Association of Community Health Workers (NACHW), state networks of CHWs, 
community-based organizations, and other stakeholders so that Medicaid agencies can capture 
the vast array of activities that CHWs can effectively provide.

All states should grow and maintain additional funds for CHW programs and services. Medicaid 
financing must supplement, but not supplant, other sources of funding for CHW services. 
States should use multiple policy tools and funding streams to support the full breadth of CHW 
activities to advance the health of their communities.
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